February 16, 1983 LB 421, 107

down the line the interest rate will be |ower so the thought
is, why not let city or political subdivisions of any type

i ssue a new set of bonds under the lowest interest rate, take
the noney they get fromthe new set of bonds and pay off the
ol d set of bonds which will have the effect oi reducing their
interest rates. So we do that all the time in the State of
Nebraska but the other thing we do is what is called advanced
refunding and the difference is basically this. If you...

all bonds in the State of Nebraska have a five year call pro-
vision, that is they are not callable until five years have
expired. |If you aré doing the refunding issue after five
years has expired then of course you have no problem You
can pay off the first issue because they are refundabl e.

But I f five years has not expired then you can't call that
initial issue. It has to remain outstanding for five years,
so we do what is called an advance refunding, that is, we

i ssue a second issuance of bonds and the proceeds fromthat

i ssuance of bonds are held in trust to pay off the first
bonds and at such time as they becone due or are call able,
then they are paid off. That is the difference between an
advance refunding and a refundi ng. Advanced refundi ngs are
presently allowed under the law for a nunber of politica
subdi vi sions. What this bill does is to nmake uniformthe

| aw of advanced refunding and all ow that technique to be
used for all political subdivisions. Okay, so the federal
government requirements, the registered bonds and rel ated
itens and then the advanced refunding itemare what the

bill is all about. Thank you

PRESI DENT: |Is there further discussion on the bill'? If
not, the notion is to advance LB 421 from General File to
E ARfor review AlIl those in favor vote aye, opposed
vote no. Have you all voted? The Clerk will record the
vote.

CLERK: 30 ayes, 0 nays, M. President, on the notion to
advance the bill.

PRESI DENT: The bill is advanced. LB 107.

CLERK: M. President, LB 107 offered by Senator Vard John-
son is a bill...(Read.) The bill was read on January 7,
referred to the Judiciary Coomittee. The bill was advanced

to CGeneral File, M. President. There are Judiciary Comit-
tee amendnents pendi ng

PRESI DENT: There are committee anendnments and the Chair
woul d recogni ze Senator Beutler for explanation of the
committee anendnents. LB 107



